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I. YEAR IN REVIEW

Rule 1.10, Minnesota Rules of the Client Security Board (MRCSB), provides:

At least once a year and at such other times as the Supreme Court
may order, the Board shall file with the Court a written report
reviewing in detail the administration of the fund, its operation, its
assets and liabilities.

This twenty-fourth annual report of the Minnesota Client Security Board covers the

Board's fiscal year, FY2011, which began July I, 2010, and ended on June 30, 2011.

The Client Security Board approved twenty-two (22) claims this year, in the

total amount of $57,555.69 (see Appendix I, A. 1-2).'

Thirty-nine (39) new claims were filed this past year. Thirty-four (34) claims

were carried-over from the previous year. In addition to the twenty-two (22) claims

which were approved for payment, fourteen (14) claims were denied and no claims

were withdrawn. At the end of June 2011, thirty-seven (37) claims against nineteen

(19) different lawyers remain pending before the Board. In some instances, related

disciplinary or civil proceedings are pending, completion of which the Board is

awaiting prior to being able to resolve the claim. Overall, after twenty-four years of

paying claims, the Board has now paid $6,350,546.65 on 490 claims against 139

lawyers (see Appendix 4, A. 5-9).

The Board recommended and the Court approved the reinstatement of the

Board's portion of the attorney registration fee for FY2011. The Fund continues to
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be fiscally healthy. The Board also launched its new Web site in the last year. The

new Web site is much more user friendly and aesthetically pleasing.

II. THE CLIENT SECURITY BOARD AND ITS PROCEDURES

Board Members. As of June 30, 2011, the following individuals served on

the Board (see Appendix 3; A. 4):

Name

Harriet J. Sims, Chair
Kathleen Clarke Anderson
Kenneth D. Butler
Mary 1. Medved
Richard A. Nethercut
Timothy O'Brien
Paul C. Peterson

City

Minneapolis
Minneapolis
Duluth
Shoreview
Harmony
Minneapolis
Minneapolis

Term Expires

June 30, 2011 (second term)
June 30, 2014 (first term)
June 30, 2014 (second term)
June 30, 2013 (first term)
June 30, 2012 (second term)
June 30,2013 (second term)
June 30, 2012 (first term)

Harriet Sims, an attorney with the Minnesota Department of Revenue,

served as the Board's Chair for the past year. Ms. Sims has now completed her

second term and will be leaving the Board. Ms. Sims' thoughtful and thorough

review of claims made her a great steward of the client protection fund.

Kathleen Clarke Anderson completed the term vacated by Sheldyn Himle

and was appointed to her first full term by the Court. The Court also appointed

Kenneth D. Butler to serve his second term on the Board.

The Minnesota State Bar Association ("MSBA") nominates three of the five

attorney members; currently Ms. Sims, Mr. Nethercut and Mr. O'Brien are the

MSBA nominees. The MSBA nominated and the court approved attorney Dana

Banwer as the MSBA replacement for the departing Ms. Sims. Ms. Medved and

Ms. Anderson are the Board's current public members. The Board's liaison justice

from the Supreme Court is Justice Christopher Dietzen.

Funding and Budget Procedures. With the resumption of collection of the

Fund's portion of the lawyer registration fee, all active lawyers in Minnesota pay
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$12 per year to support the Fund. In 1998, the Supreme Court recommended

informal parameters for the Fund of $1.5-million and $2.5-million, with the Board to

report to the Court if the Fund drops below or exceeds these figures. The Board

projects fiscal year-end balances of $3.3-million in June 2011 and $3.5-million at the

end of June 2012. This is above the Court's recommended parameters and has been

reported to the Court.

The Board does not directly handle any funds nor the investment of the

Fund. The assessment is collected through the Office of Lawyer Registration and

placed into a segregated fund within the State Treasury. This past year the

assessment generated approximately $262,400. The Board also received

approximately $19,300 in interest income and approximately $38,400 in restitution

payments from lawyers on whose behalf claims have been paid.

The Board anticipates total income from all sources this coming year of

approximately $386,969. The Board has budgeted $235,291 in total expenditures for

next year. Based upon the information presently available to the Board concerning

pending claims or known potential claims, the Board budgeted $171,257 for claim

payment next year. Just over $64,000 has been budgeted for all non-claim expenses,

including staff services, supplies, additional regular enhancements to the Board's

computer database and attendance by two people at national conferences. In most

years, the Board has in fact been able to spend less than budgeted for all non-claim

payment items in its budget. (Appendix 2, A. 3.)

Administration. The Office of Lawyers Professional Responsibility (OLPR)

provides staff services to the Client Security Board. Martin Cole has served as the

Director of Client Security Board since April 2006. Prior to his appointment as

Director, Mr. Cole served as Assistant Director to the Client Security Board since its

creation in 1986. Assistant Director, Julie E. Bennett, along with paralegal, Tricia
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Jorgensen, handle the day-to-day operations including contact with respondents

and claimants while investigating claims.

Following each meeting, the Board issues a press release regarding claims

paid pursuant to the Board's policy. The press releases are also posted on the

Board's Web site in order to provide public access about the Board's activities. The

Web site also contains answers to frequently asked questions (FAQ), the Board's

rules, claim form, staff directory, copies of the current and past annual reports and

an updated list of attorneys against whom claims have been paid, similar to that at

Appendix 4 (A. 5-9). The Web site also has links to articles written about the Client

Security Board.2

The Minnesota Attorney General provides legal services to the Client

Security Board in enforcing its subrogation rights against attorneys on whose behalf

the Board has paid claims, or against any third persons from whom payments may

be legally obtained. Assistant Attorneys General, Angela Behrens, Jackson Evans,

and Kelly Kemp represent the Board in subrogation matters. The Board pays no

attorney fees for this representation, but is responsible for direct costs of collection

efforts and litigation. The Attorney General also assists the Board in being listed as

a victim in criminal restitution orders where appropriate.

Also as a part of the collection process, the Board may forward matters to the

Minnesota Department of Revenue (MDOR), which has a division created to assist

government agencies in their collection work. Although the Attorney General

continues to handle most matters for the Board that are contested, or that appear

capable of prompt resolution, other matters are now referred to MDOR to pursue.

The referrals to MDOR are now made electronically, thereby, allowing referrals to

2 The Client Security Board Web site address is: http://csb.nlllcourts.gov.
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be made more quickly and decreasing the amount of paperwork necessary for a

referral.

Claims Procedure. Claims are initiated by the submission of a claim to the

Director's Office on forms approved by the Board. Claimants are provided the

forms and a brochure to help explain the process. The claim form, brochure and

copies of the Board's rules are also available via the Board's Web site.

The respondent attorney is provided an opportunity to respond in writing,

although frequently no response is received. The Board also has access to all lawyer

disciplinary files, from which considerable information can be obtained.

The rules provide that claimants are expected to pursue reasonably available

civil remedies. In order to avoid hardship and provide prompt claim resolution

and payment, the Board occasionally exercises its discretion by waiving this

requirement when it is already known that the Attorney General will be pursuing

litigation against the attorney under the Board's subrogation rights.

Generally, attorney disciplinary proceedings against the responding attorney

will have been completed before any Client Security payment is made. The Board

generally relies upon findings made in related lawyer disciplinary action

concerning misappropriation, or in related civil or criminal cases whenever

possible. The Board has no aggregate limits on the amount that may be paid on a

lawyer's behalf. The maximum payment per claim is $150,000, one of the highest

limits in the country. It appears to remain a sufficient maximum amount at this

time.

If a claim is denied, the claimant and respondent are notified in writing of

the Board's determination and reasoning. The claimant has the right to request

reconsideration and a discretionary meeting with the Board, so that all claimants

have a full opportunity to present the merits of their claim.
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III. GOALS AND OBJECTIVES

No major funding issues are anticipated this coming year. The Board has

experienced members who continue to provide sound leadership. The Fund's

principal goat as always, is to provide as close to 100 percent payment to 100

percent of the valid claims, subject to the Board's maximum payment of $150,000.

Prompt resolution of claims following disciplinary or criminal proceedings is the

other major goal for the Board every year.

Respectfully submitted,

Da ted: ~9'--"()'-"'-rl&r---""=5~;_----,, 2011.

Dated: j 4'----+7------', 2011.

HARRIET J. SIMS, CHAIR
MINNESOTA CLIENT SECURITY BOARD

MARTIN A. COLE, DIRECTOR
MINNESO I SECURITY BOARD

Dated9JrJ 1 ,2011.

JU¢E . BENNETT, A TANT DIRECTOR
ESOTA CLIENT SECURITY BOARD
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Awards of Reimbursement - July 1,1987

through June 30, 2011

This table summarizes, by area of law, all claims for reimbursement

approved by the Board since 1987.

Area of Law Number of Awards Amount of Awards

Bankruptcy 21 $54,482.30

Business/Corporation 13 $227,107.40

Criminal 41 $174,608.69

Debt Collection 38 $232,607.30

Estate Planning 3 $51,909.03

Family 70 $356,97·9.61

Immigration 15 $26,000.00

Investment 15 $854,609.47

Litigation 43 $426,654.52

Other 68 $475,639.76

Personal Injury 35 $514,541.06

Probate 58 $1,784,702.27

Real Estate 41 $656,878.26

Tax 10 $46,212.28

Workers Comp 19 $467,614.70

ITotal 490 $6,350,546.65-- -----
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